AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE 

PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE MAGARENG LOCAL 

MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Magareng Local 
Municipality, which comprise the statement of financial position as at 30 June 2010, and 
the statement of financial performance, statement of changes in net assets and cash flow 
statement for the year then ended, and a summary of significant accounting policies and 
other explanatory information as set out on pages XX to XX. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Statements of Generally Recognised 
Accounting Practice (GRAP), as set out in accounting policy note 1 and in the manner 
required by the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 
of 2003) (MFMA). This responsibility includes: designing, implementing and maintaining 
internal control relevant to the preparation and fair presentation of financial statements that 
are free from material misstatement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting estimates that are reasonable in 
the circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) and 

section 126(3) of the MFMA, my responsibility is to express an opinion on the financial 
statements based on conducting the audit in accordance with the International Standards 
on Auditing and General Notice 1570 of 2009 issued in Government Gazette 32758 of 
27 November 2009. Because of the matters described in the basis for disclaimer of opinion 
paragraphs, however, I was not able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Cash and cash equivalents 

4. The completeness, existence, rights and valuation of cash and cash equivalents disclosed 
as R1 121 339 (2009: -R2 034 442) in note 9 to the financial statements could not be 
confirmed. The bank reconciliation was not adequately performed, as net reconciling items 
amounting to R540 049 could not be supported by audit evidence. The bank reconciliation 
was force-balanced with net debit journal adjustments amounting to R2 927 909. 1 could 
not determine the extent of the fundamental effect of the above on the rest of the financial 
statements. The municipality’s records did not allow for the application of alternative 
procedures. 


Irregular expenditure 

5. No irregular expenditure was disclosed in note 46 to the financial statements. The 
completeness of irregular expenditure could not be confirmed, as undisclosed irregular 
expenditure amounting to R2 202 999 (2009: R348 923) was detected during the audit 
process. 

This expenditure related to the procurement of various goods and services and was 
considered to be irregular due to non-adherence to supply chain management regulations. 
The weaknesses in the system prevented me from determining the extent of the error or to 
perform alternative procedures. 

Fruitless and wasteful expenditure 

6. The completeness of fruitless and wasteful expenditure disclosed as R199 148 (2009; 

R45 597) in note 45 to the financial statements could not be confirmed, as undisclosed 
fruitless and wasteful expenditure amounting to R37 657 was detected during the audit 
process. 

The weaknesses in the system prevented me from determining the extent of the error or to 
perform alternative procedures. 

Unauthorised expenditure 

7. The completeness and existence of unauthorised expenditure disclosed as RIO 208 779 in 
note 44 to the financial statemerrts could not be confirmed, due to the following; 

• Unauthorised expenditure relating to the overspending of a main vote amounting to 
R3 657 806 (2009; R9 771 492) was not disclosed in the financial statements. 

• The limitation of scope on expenditure affected the calculation of unauthorised 
expenditure. 

8. Conditional grant expenditure that is not spent in accordance with the conditions of the 
grant is regarded as unauthorised expenditure. I identified conditional grant expenditure 
that was not spent in accordance with the conditions of the operational and maintenance 
grant received. Unauthorised expenditure is consequently understated by R131 965. The 
municipality opted not to correct this error. 

The weaknesses identified prevented me from determining the extent of the error or to 
perform alternative procedures. 

Revenue 

9. The occurrence, accuracy and classification of revenue disclosed as R49 312 902 
(2009; R36 418 950) in the statement of financial performance could not be confirmed, due 
to the following; 

• An insufficient audit trail and lack of proper record management resulted in net 
services rendered and direct income transactions amounting to R20 452 629 that 
could not be validated with sufficient appropriate audit evidence. 

• Net credit adjustments made amounting to R5 812 710 included in grant income 
could not be validated by sufficient appropriate audit evidence. 

The municipality’s records did not permit the application of alternative procedures. 


10. The completeness and cut-off of revenue disclosed as R49 312 902 (2009: R36 418 950) 
in the statement of financial performance could not be confirmed, due to the following: 

• Meter readings were not recorded in time and the municipality did not have 
complete building plans indicating all sewerage points within the municipal area. 
This resulted in consumers not being levied each month for sewerage, water and 
electricity. The total extent of the error could not be determined. 

• The municipality did not ensure that all face-value documents were properly 
safeguarded. Receipt books containing 6 300 receipts could not be submitted as 
audit evidence and receipts amounting to R497 560 could not be traced to the 
general ledger due to a lack of an audit trail. The recordirig of all receipts in the 
general ledger could consequently not be verified. In addition, it could not be 
confirmed that transactions amounting to R339 307 included in the R497 560 had 
been banked. 

The municipality’s records did not permit the application of alternative procedures. 

1 1 . Pre-paid electricity amounting to R1 453 088 (2009: R15 074) was incorrectly classified as 
other income. It should have been classified as service charges In the financial 
statements. Service charges were consequently understated and other income was 
overstated by the said amount. The municipality opted not to correct this error in the 
financial statements. 

12. The completeness, occurrence, accuracy and classification of the prior year grant income 
disclosed as R15 057 870 could not be confirmed, as the municipality had not kept 
sufficient record of the transactions that occurred in that year. The municipality’s records 
did not permit the application of alternative procedures. 

Expenditure 

13. The occurrence and accuracy of expenditure disclosed as R35 547 412 

(2009; R26 488 592) in the statement of financial performance could not be confirmed, 
due to the following; 

• The lack of controls over record management resulted in general expenditure, bulk 
purchases, repairs and maintenance transactions amounting to R4 993 286 that 
could not be supported with sufficient appropriate audit evidence. 

• Net credit adjustments made amounting to R6 054 481 included in grant 
expenditure could not be validated by sufficient appropriate audit evidence. 

The accounting records of the municipality did not permit the application of alternative 
. procedures. 

14. The completeness and cut-off of expenditure disclosed as R35 547 412 

(2009; R26 488 592) in the statement of financial performance could not be confirmed, as 
payments amounting to R5 327 126 made after year-end relating to the year under review 
were identified that had not been recorded In the general ledger. The total extent of this 
error could not be determined and the municipality’s records did not permit the application 
of alternative procedures. This will also affect the unauthorised expenditure and payables 
balances. 

1 5. The completeness of grant expenditure disclosed In the statement of financial 
performance as R3 993 063 could not be confirmed. The grant expenditure as per the 


financial statements was R228 853 less than the amount in the general ledger. In 
addition, the grant expenditure was incorrectly classified and should not have been 
disclosed separately, but with the other expenditure items. Sufficient explanations and 
supporting documentation to validate the difference could not be provided. The 
accounting records of the municipality did not permit the application of alternative 
procedures. This also affected the completeness of grant income. 

Employee cost and councillors’ remuneration 

16. The municipality did not prepare reconciliations between the total salaries as per the 
payroll system (i.e. R18 306 701) and the amount disclosed in the financial statements 
(i.e. R19 254 414). Employee cost and councillors’ remuneration were consequently 
overstated by R947 713. The municipality did not to correct this error as they do not have 
certainty of where the contra leg of the correction resides. 

Property, plant and equipment 

17. The existence, rights and valuation of property, plant and equipment disclosed as 
R154 907 895 (2009; R161 930 135) in note 1 1 to the financial statements could not be 
confirmed, due to the following; 

• Assets purchased before July 2009 were disclosed at provisional amounts 
amounting to R309 423 598. The basis and assumptions used in calculating the 
provisional amounts could not be submitted for audit purposes. This consequently 
also affected the accuracy of the accumulated depreciation calculated amounting to 
R157 458 095. 

• Support could not be submitted for any of the 2010 additions amounting to 
R2 942 392. 

• Assets amounting to R107 525 782 could not be traced from the asset register to 
the physical assets. 

• The municipality recorded its assets using the cost model, but the accounting policy 
and note 1 1 contradicted this, stating that assets are accounted for using the 
revaluation model. 

The municipality’s documents did not enable the application of alternative procedures. 

Receivables 

18. The existence, completeness, valuation and rights of trade and other receivables from 
exchange transactions and non-exchange transactions disclosed as R1 013 912 (2009; 
R977 719) in notes 4 and 5 to the financial statements could not be confirmed, due to the 
following; 

• Suspense accounts amounting to R 157 132 were disclosed as receivables from 
exchange transactions. These amounts could not be supported by sufficient 
appropriate audit evidence. 

• The receivables from non-exchange transactions amounting to R856 780 could not 
be supported by sufficient appropriate audit evidence. 

• Suspense accounts were identified under cash and cash equivalents that were not 
included under receivables. 

The municipality’s records did not permit the application of alternative procedures. 


The accounting records of the municipality did not permit the application of alternative 
procedures. 

Investments 

22. Paragraph 7 of GRAP 2 Cash Flow Statements states that cash and cash equivalents are 
short-term, highly liquid investments that are readily convertible to known amounts of 
cash. Investments amounting to R9 099 458 (2009: R9 857) were highly liquid as they 
were readily convertible to cash and consequently incorrectly classified. Cash and cash 
equivalents were understated and investments overstated by the said amount. The 
municipality did not opt to correct this error in the financial statements. 

Other financial liabilities 

23. The completeness, existence, disclosure and valuation of other financial liabilities 
disclosed as R44 586 (2009: R160 555) in note 13 to the financial statements could not 
be confirmed. The lease contract could not be submitted. The municipality did not have 
controls to identify finance leases and operating leases. I could consequently not evaluate 
if the amount disclosed was indeed a finance lease or if all finance leases had been 
disclosed. The municipality’s records did not permit the application of attemative 
procedures. 

Provisions 

24. The completeness, existence and valuation of the provision for accrued leave disclosed 
as R1 673 017 (2009: R1 296 765) in note 18 to the financial statements could not be 
confirmed, due to the following: 

• The opening balance was qualified in the prior year and it was not corrected in the 
current year. 

• The municipality’s controls were not sufficient to ensure that leave transactions were 
identified and captured on the accounting system. This led to net leave transactions 
amounting to R233 301 that could not be traced from the leave forms to the system. 

The municipality’s records did not permit the application of alternative procedures. 

Consumer deposits 

25. The completeness, existence and valuation of consumer deposits disclosed as R506 365 
(2009: R456 1 10) in note 15 to the financial statements could not be confirmed. The lack 
of an audit trail prevented me from substantiating the balance disclosed with sufficient 
appropriate audit evidence. In addition, debtors were identified that did not have 
consumer deposits. The total value of these consumer deposits would amount to 

R55 300. The total extent of the misstatement could not be determined. The munidpality's 
records did not permit the application of alternative procedures. 

Accumulated surplus 

26. The completeness, existence and valuation of the accumulated surplus disclosed as 
R153 070 365 (2009: R154 161 158) in the statement of changes in net assets could not 
be confirmed. Net credit adjustments made amounting to R3 287 708 included in the 
accumulated surplus could not be validated by sufficient appropriate audit evidence. In 
addition, prior year suspense accounts amounting to R928 314 written off directly against 


the accumulated surplus could not be supported by sufficient appropriate audit evidence. 
The municipality’s records did not permit the application of alternative procedures. 

Value-added tax (VAT) receivable 

27. The completeness, existence and valuation of the VAT receivable disclosed as R914 566 
(2009: R1 203 468) in note 6 to the financial statements could not be confirmed, as no 
VAT reconciliations were performed during the year. Proof that VAT returns had been 
submitted could not be provided. Copies of the returns submitted could also not be 
provided. I could consequently not determine if all VAT transactions had been accurately 
declared to the South Afhcan Revenue Service. The municipality’s records did not permit 
the application of alternative procedures. 

Unspent conditional grants and receipts 

28. The completeness, existence and valuation of the unspent conditional grants and receipts 
disclosed as R15 015 552 (2009: R904 787) in note 17 to the financial statements could 
not be confirmed, due to the following: 

• Net debit adjustments made amounting to R3 198 621 included in unspent 
conditional grants could not be validated by sufficient appropriate audit evidence. 

• Sufficient appropriate audit evidence could not be obtained that the conditions had 
been met for the municipal infrastructure grant (MIG) amounting to R1 616 465, 
which was transferred from unspent conditional grants to revenue. 

• The uncertainties and misstatements relating to grant revenue and grant 
expenditure also affected the balance of unspent conditional grants and receipts. 

The municipality’s records did not permit the application of alternative procedures. 

29. I identified conditional grants amounting to R 160 777 from the bank statements that had 
not been allocated to the unconditional grant ledger account. No explanations or support 
could be provided to indicate that the money had been captured on the accounting 
system. 

Retirement benefit obligation 

30. The completeness, existence and valuation of the retirement benefit obligation disclosed 
as R5 120 000 (2009: R4 247 000) in note 16 to the financial statements could not be 
confirmed, as an approved actuary report was not submitted. The calculations used to 
determine the amount disclosed coukJ also not be submitted. There were no alternative 
procedures that I could perform to obtain assurance on the account balance. 

Commitments 

31. The completeness of commitments disclosed as R13 680 854 (2009: R1 187 371) in 
note 36 to the financial statements could not be confirmed, as no reliance could be placed 
on the system in place for the detection and complete disclosure of commitments. The 
municipality did not have a complete contract register and no other alternative procedures 
could be performed. 


Contingent liabilities 

32. The completeness of contingent liabilities disclosed as R216 733 (2009: RO) in note 37 to 
the financial statements could not be confinmed as no external confirmations could be 
obtained from the lawyers. The municipality’s records did not permit, the application of 
alternative procedures. 

33. Paragraph 100 of GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 
states that uncertainties relating to the amounts and timing of the outflows should be 
disclosed under contingencies. However, these were not disclosed as management did 
not assess these requirements. 

Related parties 

34. The completeness of related party balances disclosed as R43 870 (2009: R42 289) and 
related party transactions disclosed as R47 365 (2009: 24 782) in note 39 to the financial 
statements could not be confirmed, as sufficient appropriate audit evidence could not be 
obtained to confirm prior year related party transactions amounting to R24 782 and 
related party balances amounting to R42 289. The municipality’s records did not permit 
the application of alternative procedures. 

35. Paragraphs 27 and 34 of the International Public Sector Accounting Standard, IPSAS 20 
Related Party Disclosures states that the aggregated remuneration and total amount of all 
other remuneration and compensation to key management should be disclosed. 

Additional disclosure should be made that related party transactions were conducted on 
terms equivalent to those prevailing in an arm’s length transaction. However, these were 
not disclosed as management did not implement these requirements. The municipality 
also did not disclose a related party policy as part of the accounting policies and the 
amounts disclosed under note 39 did not agree with the amounts in note 47. 

Cash flow statement 

36. The accuracy and correct disclosure of the cash flow statement could not be confirmed, 
as The other cash item’ and ‘Proceeds from sale of investments’ disclosed for both years 
could not be agreed to the rest of the financial statements. 

Going concern 

37. The quality of the information disclosed in the financial statements did not enable me to 
determine if the municipality would be able to continue as a going concern. Only 

R11 756 323 of the unpaid conditional grants amounting to R15 015 552 was cash- 
backed, as the municipality used conditional grants to subsidise their day-to-day activities. 
The municipality also has long outstanding accounts that they are not able to settle within 
90 days. These are major indicators that a material uncertainty exists that may cast doubt 
on the entity’s ability to continue as a going concern. 


General disclosure in the financial statements 

38. Section 122(3) of the MFMA states that financial statements must be prepared in 

accordance with GRAP. The financial statements were not adequately reviewed by the 
accounting officer prior to submission, resulting in the following disclosure errors 
identified: 

• Paragraph 57 of GRAP 1 Presentation of Financial Statements states that the level 
of rounding used in presenting amounts in the financial statements should be 
disclosed. However, this was not disclosed In the financial statements. 

• Paragraph 30 of GRAP 3 Accounting Policies, Changes in Accounting Estimates 
and Errors states that the GRAP statements not yet effective as well as the impact 
thereof should be disclosed. However, this was not disclosed. 

• ■ Paragraph 32 of GRAP 1 Presentation of Financial Statements states that the 

carrying amounts of assets and liabilities affected by judgements must be disclosed. 
However, this was not disclosed in note 1.1. 

• Note 1 .20 on irregular expenditure stated the PFMA requirements and not the 
MFMA requirements. 

• Note 2 dealing with changes in the accounting policy did not list Directive 7 as part 
of the accounting framework. In addition, the note incorrectly included SIC 27 
instead of SIC 29. 

• The paragraph ‘Pledge as security' disclosed under note 1 1 was incomplete as it did 
not list the applicable assets. 

• The paragraph ‘Assets descriptions and Classification’ under note 1 1 incorrectly 
made reference to Emthanjeni Local Municipality. 

• Audit fees disclosed under note 47 did not agree to the audit fees disclosed in notes 
33 and 34. 

• Notes 16 and 26 incorrectly indicated that the municipality had a defined 
contribution plan instead of a defined benefit plan. 

• Note 39 incorrectly disclosed related party transactions as debit transactions instead 
of credit transactions. 

• Contrary to what had been disclosed in note 42 to the financial statements, the 
municipality’s total assets exceeded its total liabilities by R 153 070 365 (2009: R154 
161 158) at year-end. 

• The following errors were noted with regard to the disclosure requirements of the 
International Financial Reporting Standard, IFRS 7 Financial Instruments: 
Disclosures: 

- No interest rate sensitivity analysis was disclosed. Consequently, the municipality 
also did not disclose the carrying amounts of financial instruments exposed to 
interest rate risk and the effective interest rates applicable in note 41. 

- The amount that best represents the municipality’s maximum credit exposure at 
year-end was not disclosed in note 41 to the financial statements. 

- No disclosure was made of the fair value of each class of financial assets and 
liabilities in a way that permitted it to be compared to the corresponding carrying 
amount in the balance sheet in note 41. Consequently, the municipality also did 
not disclose that the carrying amounts of financial assets and liabilities 
approximated their fair values. 

- The methods and significant assumptions used for determining fair values for the 
different classes of financial assets and liabilities were not disclosed. 


- The total amount of the change in fair value estimated using the valuation 
technique was not recognised in profit or loss during the period, as no 
discounting was done by the municipality. 

- No maturity analysis for financial liabilities that showed the remaining contractual 
maturities was disclosed in note 41 for liquidity risk. 

• The adjustments made with regard to property, plant and equipment, accumulated 
surplus, external loans redemption and VAT receivables as disclosed in note 2 as well 
as changes in the accounting policy did not agree with the actual adjustments made 
to the rest of the financial statements. 

• Note 38 dealing with the first-time adoption of GRAP did not reflect the financial 
history from 2008 and only commenced at 2009. In addition, the information disclosecf 
for 2009 and 2010 did not agree with the rest of the financial statements. 

Disclaimer of opinion 

39. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide 
a basis for an audit opinion. Accordingly, I do not express an opinion on the financial 
statements. 

Emphasis of matters 

40. I draw attention to the matters below. My opinion is not modified in respect of these 
matters 

Property rates 

41. The municipality did not have an updated valuation roll in terms of the Municipal Property 
Rates Act of South Africa, 2004 (Act No. 6 of 2004) (MPRA) as set out in note 22 to the 
financial statements. The municipality could consequently not levy any rates for the year. 
The loss of income was funded by Frances Baard District Municipality. 

Restatement of corresponding figures 

42. As disclosed in note 1.17 to the financial statements, the corresponding figures for 

30 June 2009 have been restated as a result of the first-time implementation of GRAP in 
the financial statements of the municipality. 

Additional matters 

43. I draw attention to the matters below. My opinion is not modified in respect of these 
matters: 

Unaudited supplementary schedules 

44. The municipality provided supplementary information in the financial statements on 
whether resources were obtained and used in accordance with the legally adopted budget, 
in accordance with GRAP 1 Presentation of Financial Statements. The supplementary 
information set out on pages XX to XX does not form part of the financial statements and 
is presented as additional information. I have not audited these schedules and accordingly 
I do not express an opinion thereon. 


Other information included in the annual report 

45. I have not obtained the other information included in the annual report and have not been 
able to identify any material inconsistencies with the financial statements. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

46. In terms of the PAA and General Notice 1570 of 2009 issued in Government Gazette 
No. 32758 of 27 November 2009 , 1 include below my findings on the report on 
predetermined objectives, compliance with the MFMA, the Division of Revenue Act of 
South Africa, 2009 (Act No. 12 of 2009) (DoRA), the Municipal Planning and Performance 
Management Regulations, 2001 , the Municipal Systems Act of South Africa, 2000 (Act No. 
32 of 2000) (MSA), the Municipal Structures Act of South Africa, 1998 (Act No. 117 of 
1998), and financial management (internal control). 

Predetermined objectives 

47. Material findings on the report on predetermined objectives are reported below: 

Non-compliance with regulatory and reporting requirements 

No reporting on predetermined objectives 

48. I could not conduct the audit of performance against predetermined objectives as the 
municipality did not prepare an annual performance report as required in terms of 
section 46 of the MSA. 

Lack of adoption and implementation of a performance management system 

49. The municipality did not adopt and implement a framework that described and represented 
how the municipality's cycle and processes of performance planning, monitoring, 
measurement, review, reporting and improvement would be conducted, organised and 
managed, including determining the roles of the different role players as required in terms 
of sections 36, 38, and 41(2) of the MSA and regulations 7 and 8 of the Municipal Planning 
and Performance Management Regulations, 2001. 

Existence and functioning of a performance audit committee 

50. The municipality did not appoint and budget for a performance audit committee nor was 
another committee utilised as the performance audit committee, as required by 
regulation 14(2) of the Municipal Planning and Performance Management Regulations, 
2001. 

Internal auditing of performance measurements 

51 . The municipality did not develop and maintain mechanisms, systems and processes for 
auditing the results of performance measurement as part of its internal audit processes, as 
required in terms of section 45 of the MSA. 

No mid-year performance assessments 

52. The municipal manager of the municipality did not by 25 January assess the performance 
of the municipality during the first half of the financial year, taking into account the 
municipality’s service delivery performance during the first half of the financial year and the 
service delivery targets and performance indicators set in the service delivery and budget 
implementation plan, as required by section 72 of the MFMA. 


Compliance with laws and regulations 

Municipal Finance Management Act 

53. Contrary to section 65(2)(e) of the MFMA, payments amounting to R776 131 were made in 
excess of 30 days from receipt of the invoices. 

54. Contrary to sections 32(1 )(d) and 32(4) of the MFMA, unauthorised, irregular as well as 
fruitless and wasteful expenditure had not yet been investigated by a committee of the 
council. The municipal manager did not implement steps to recover or rectify such 
expenditure and to prevent a recurrence of such expenditure. 

55. Contrary to the requirements of section 62(1)(a-d) of the MFMA, the municipality did not 
maintain effective, efficient and transparent systems of internal control for assets and 
liabilities, debtors and revenue, creditors and payments, guarding against fraud, theft and 
financial mismanagement. 

56. It could not be confirmed that the municipality had prepared financial statements in 
accordance with the legislative requirements to faiily present the state of affairs of the 
municipality, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as 
at the end of the financial year, as required by section 122(1) of the MFMA. 

57. Contrary to section 126(1)(a) of the MFMA, the accounting officer did not submit the 
financial statements for auditing within two months after year end. 

INTERNAL CONTROL 

58. I considered internal control relevant to my audit of the financial statements and the report 
on predetermined objectives and compliance with the MFMA, DoRA, Municipal 
Regulations, MSA and Municipal Structures Act but not for the purpose of expressing an 
opinion on the effectiveness of internal control. 

59. The matters reported below are limited to the significant deficiencies regarding the basis for 
disclaimer of opinion paragraphs, the findings on the report on predetermined objectives 
and the findings on compliance with laws and regulations. 

• Leadership 

The leadership did not evaluate whether management had implemented effective 
internal controls by gaining in understanding of how senior management members had 
met their responsibilities in terms of preparing bank reconciliations, ensuring proper 
records management, maintaining an asset register and preparing the annual financial 
statements. 

The leadership did not take timeous and adequate action to address weaknesses in the 
finance and supply chain management directorate, which resulted in non-compliance 
with applicable legislation and gave rise to irregular expenditure. 

The leadership did not sufficiently monitor the recording and reconciliation of the 
financial records. Sufficient control measures were not developed by the leadership to 
address the qualifications reported in the prior years as identified in the action plan. 

The leadership failed to implement adequate controls to ensure compliance with laws, 
regulations and internally designed policies and procedures. As a result, significant non- 
compliance issues were noted. 


• Financial and performance management 

Effective performance systems, processes and procedures as well as the management 
thereof had not been adequately implemented. Documentation supporting amounts 
disclosed in the financial statements in the annual report was not available. 

Finance staff had an insufficient understanding of the accounting framework. This 
contributed towards the numerous qualifications in the financial statements of the 
municipality. 

The financial statements were not properly reviewed for completeness and accuracy 
prior to submission for auditing. This resulted in many findings relating to incorrect 
disclosure. Management opted not to make corrections to the financial statements. 

• Governance 

The financial statements contained numerous inaccuracies, which are attributable to 
weaknesses in the design and implementation of internal control in respect of financial 
management and financial reporting, and weaknesses in the information systems. 

The municipality did not have a documented fraud prevention plan. Internal control 
deficiencies were not identified and communicated in a timely manner to allow for 
corrective action to be taken. The implementation of internal and external audit 
recommendations was not monitored. This resulted in the prior year audit findings not 
being substantially addressed. 
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